UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

X
SECURITIES AND EXCHANGE COMMISSION, :

Plaintiff,

V.

ESCALA GROUP, INC., . 09 Civ.
GREGORY MANNING, :
LARRY LEE CRAWFORD, CPA, g

Defendants. :

X
COMPLAINT

Plaintiff Securities and Exchange Commission (the “SEC”), for its Complaint
against Escala Group, Inc., (“Escala”), Gregory Manning (“Manning™) and Larry Lee

Crawford (“Crawford™), alleges that:

NATURE OF THE ACTION

1. This is a disclosure and accounting fraud case that concerns fraudulent
related party transactions between Escala, then a Nasdaq-listed company in the
collectibles market, and its parent company, Afinsa Bienes Tangibles, S.A. (“Afinsa”), a
privately held Spanish company that sold investments in portfolios of staniﬁs in Europe,
in connection with sales that became part of what Spanish criminal authorities have
éalled a ponzil or pﬁramid scheme. In a fraudulent business scheme based upon the secret
and dramatic manipulation of collectible stamp values, Escala and its former CEO,
Manning, v_iolated the antifraud and repoﬁing provisions of the Exchange Act by: (1)

failing to disclose the related party status of Barrett & Worthen, Inc., resulting in control



of the Brookman Catalogue and failing to disclose the revenues obtained by vi@e of
Afinsa and Manning’s control of the prices in the Brookman Catalogue; (2) falsely
representing that Escala sold Afinsa several large stamp archives at prices determined by
reference to independent stamp catalogues and appraisals when in fact Manning set the
catalogue prices and influenced and edited the appraisals; (3) selling back to Afinsa ina
round-trip transaction inventory acquired from Afinsa in direct contravention of Escala’s
public promise not to do so; _and (4) falsely reporting a payment for business
combination-related expenses as the “sale” of certain antiqueé. Escala’s former CFO
Crawford likewise violated the antifraud and reporting provisions of the federal securities
laws by: (1) failing to disclose the related party status of Barrett & Worthen, Inc.,
resulting in control of the Brookman Catalogue and failing to disclose the revenues
obtained by virtue of Afinsa and Manning’s control of the prices in the Brookman
Catalogue; (2) falsely representing that Escala sold Afinsa several large stamp archives at
prices determined by reference to independent stamp catalogues and appraisals when in
fact Manning set the catalogue prices and influenced and edited the appraisals; and (3)

improperly booking the sale of the antiques.

2. These false and misleading disclosures and omissions were material. The
related-party transactions contributed over $80 million to Escala’s revenues and allowed
Escala to meét its forecasts for either revenue or pre-tax net income for the third quarter
and for year-end of fiscal year 2004, and for the first quarter and year-end in fiscal 2005.
As aresult of these transactions, Escala went from trading at $1.47 per share on January
23,2003, the day that Escala and Afinsa entered into the merger agreement, to a $32-per-

share company with a purported market cap of $898 million in the span of a few years.
































































































